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1
TREASURY, DEPARTMENT OF

The final set of advance proof copies of 1987 Federal tax forms were recently
released by the IRS (see the 8/14/87 Fed. Reg., pp. 30479-510) . The newly
released forms relate to home mortgage interest deductions (Form 8598),
nondeductible contributions to IRAs (Form 8606), and passive activity loss
limitations (Form 8582). Additionally, the IRS issued revised drafts of the Form
1040 series and accompanying schedules. An information release (IR-87-93) and a
fact sheet (FS-87-14) were released by the IRS to explain the changes made in the
forms. Copies of the advance proofs may be obtained by writing to: IRS-CADA, 2402
East Empire, Bloomington, IL 61799. Comments are requested by 9/14/87 and should
be addressed to: Tax Forms Committee, Attn: Early Release, IRS, Room 5577, 1111
Constitution Ave., N.W., Washington, D.C. 20224.

A nationwide series of free seminars to help individuals who file information returns
on magnetic media meet the legal and technical filing requirements has been
announced by the IRS. Approximately 50 seminars are to be held in over 40 cities
across the United States from August to October. Information on whether a seminar
is being held in a particular area can be obtained by calling the IRS district
office servicing that area.
Although the programs are free, reservations are
necessary and can be made through the IRS office between 8:30 a.m. and 6:30 p.m.
According to the IRS, persons filing more than 50 returns for payments of
interest, dividends, patronage dividends or original issue discount combined must
report that information via magnetic media. Also, anyone filing 250 or more of
the following forms must use magnetic media: Forms W-2, W-2P, W-2G, 1042S, 1098,
1099, 1099-B, 6248, 8027, and 5498. Brokers and barter exchanges filing at least
one Form 1099-B must use magnetic media, the IRS stated, but persons using Form
1099-B to report real estate transactions must file on magnetic tape only if they
have 250 or more documents. Acceptable magnetic media include magnetic tape, 5
1/4" and 8" diskette, or mini-disk, the IRS said.
Guidance on how taxpayers may request abatement of interest when that interest was
charged due to IRS error is the subject of a new Revenue Procedure, Rev. Proc. 8742. Under the Tax Reform Act of 1986 the IRS has discretionary authority to
credit or refund certain interest payments made by a taxpayer or to abate some
unpaid assessments of interest, the IRS said. This discretionary authority
applies only to interest on income, estate, gift, generation-skipping taxes and
certain excise taxes. It does not apply to interest on employment taxes. The IRS
explained that the interest must be the result of an error or delay by an IRS
employee in performing a ministerial act and the situation must be such that
failure to abate the interest would be widely perceived as grossly unfair to the
taxpayer. The IRS also explained that the error or delay must have occurred after
the IRS contacted the taxpayer in writing concerning the tax involved. The
revenue procedure directs taxpayers requesting credit, refund or abatement of
interest to file Form 843, "Claim," with the Service Center where the tax return
was filed. If a claim is denied, the IRS said the same administrative appeal
rights apply as in the case of disputes over tax liability. The new procedure
applies to interest attributable to tax periods beginning after 12/31/78. If the
statute of limitations for one of these tax periods expires on or before 10/22/87,
the IRS may still allow a refund or credit if the claim is filed with the IRS by
10/22/87. Rev. Proc. 87-42 is scheduled to appear in Internal Revenue Bulletin
1987-35, dated 8/31/87.
Additionally, the IRS issued temporary and proposed regulations which define a
ministerial act as a procedure or mechanical act that does not involve the
exercise of judgment or discretion (see 8/13/87 Fed. Reg., pp. 30162-64 and pp.
30177-78). The temporary and proposed regulations give several examples of
ministerial acts. Comments on the regulations are requested by 10/13/87.
If
further information is needed after reviewing the regulations, please contact
Sharon Hall at 202/566-3288.
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SPECIAL:

AICPA COMMENT LETTER SUBMITTED ON SEC MD&A RELEASE

Comments have been submitted by the AICPA on a SEC concept release concerning the need
for any revision of current Management' s Discussion and Analysis of Financial
Condition and Operations (MD&A), including the costs and benefits of requiring
MD&A to be audited or subjected to limited review procedures by independent
accountants. AICPA President Philip B. Chenok and Auditing Standards Board
Chairman Jerry D. Sullivan, in a letter jointly submitted to the SEC, noted that
present MD&A disclosures "are not the equivalent of a risk analysis, nor should
they be."
Improved, expanded risk disclosure in financial statements is
recommended in the Institute's recently released Report of the Task Force on Risk
and Uncertainties, Mr. Chenok and Mr. Sullivan wrote. However, they cautioned
that until the report's recommendations are evaluated and acted upon, the SEC
"might consider requiring a risk analysis in a separate section of all
filings...." The AICPA letter also noted that an Auditing Standards Board
exposure draft of a proposed statement would permit, rather than require, MD&A to
be audited in conjunction with an examination of an SEC registrant's financial
statements. "The decision as to whether an entity's MD&A should be required to be
audited should be predicated on the views of the financial statement users and
issuers and the Commission's evaluation of the uniformity and quality of
information filed by registrants," the AICPA letter said.

SPECIAL:

REPORT OF THE TASK FORCE ON RISK AND UNCERTAINTIES RELEASED

Business enterprises should make disclosures beyond those now generally made in
financial reports about risks and uncertainties, concluded the AICPA'S Accounting
Standards Executive Committee's Task Force on Risks and Uncertainties. The task
force observed that today's volatile economy has multiplied the risks and
uncertainties endemic to business. This has spurred demands by financial
statement users for "more responsive" reports which include more information to
help assess a business enterprise's future cash flows and results of operations.
In order to help focus "on what is important," and to separate the significant
matters that warrant reporting from the host of lessor risks and uncertainties
that do not, the task force recommends that financial reports should include the
following disclosures: Nature of Operations; Basis of Financial Statement
Preparation; Certain Significant Estimates; and Current Vulnerability Due to
Concentrations. Because of the nature and complexity of the risks and
uncertainties involved, the task force has not recommended quantitative criteria,
the report stated, but noted that application of professional judgment to the
qualitative criteria recommended would result in "meaningful disclosures that are
reasonably comparable in comparable circumstances." The report's authors note
that the first three recommended disclosures "are not believed to be
controversial," since each of those kinds of disclosure is found in some financial
statements, though included voluntarily. The fourth recommendation, Disclosure of
Current Vulnerability Due to Concentrations, the report said, goes beyond what is
generally presented in financial statements, even on a voluntary basis. The task
force said it expects this recommendation to generate questions about where the
information should be disclosed, about additional risks to preparers and auditors
flowing from such disclosure, and about the desirability of requiring nonpublic
enterprises to disclose such information. To make the report's recommendations
effective, the task force said that the Financial Accounting Standards Board would
need to reconsider its requirements for the disclosure of information about risks
and uncertainties and the AICPA Auditing Standards Board would need to consider
the advisability of providing additional guidance to independent accountants. A
copy of the task force's report can be obtained from the AICPA Order Department
for $5.00 for non-members and $4.00 for members, by calling 1-800-334-6961 or in
New York State by calling 1-800-248-0445, and asking for publication number
029297.
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SPECIAL:

AICPA SUBMITS "YELLOW BOOK" COMMENT LETTER TO GAO

In a comment letter submitted on the GAO's proposed revisions to the "Yellow Book,"
AICPA Auditing Standards Board Chairman Jerry D. Sullivan and State and Local
Government Committee Chairman Robert D. Hammond recommended that one of the
objectives of the revisions should be "to present the unique requirements of
government auditing in a simple, easy to read format," and urged that the GAO
consider the impact of some of 10 recently issued Statements on Accounting
Standards (SASs). The AICPA letter notes that the proposal to require the auditor
to design steps to detect situations or transactions that could be indicative of
fraud, abuse, or illegal expenditures "goes beyond present and proposed SASs" and
may not be economically or legally feasible." In a letter attached to the AICPA
comments, Private Companies Practice Section (PCPS) Executive Committee Chairman
John T. Schiffman expressed concern that the GAO draft "imposes on the auditor too
great a responsibility for fraud detection." The PCPS letter also cautioned that
GAO's proposed CPE requirements "would restrict unnecessarily and unreasonably"
the flexibility firms of all sizes need in assigning personnel and may exclude
many small firms "from ever getting into government work."

For further information contact Shirley Twillman or Joseph Petito at 202/737-6600.
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